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CHAPTER I 
INTRODUCTION 
I. THE PSOBLEM 
There appea r s  t o  be a tendency f o r  t h e  i n d u s t r i a l  
c o r p o r a t i o n  t o  u t i l l z e  i t s  assets f o r  inves tments  n o t  
concerned  w i th  p roduc t i on  of goods w i th  i t s  own f a c i l i t i e s .  
Th is  s t u d y  proposed f i r s t  t o  determine i f  a tendency t o  
i n v e s t  i n  o t h e r  t h a n  p roduc t i on  f a c i l i t i e s  and goods e x i s t s  
and, t h e n ,  t o  de te rmine  t h e  e x t e n t  and t r e n d  of such  a 
tendency .  
One hundred companies a r e  i nc luded  i n  t h i s  s tudy .  
'The one hundred companies were s e l e c t e d  from t h e  August 
1964 For tune  500 D i r e c t o r y  of t h e  500 L a r g e s t  - U. .- S. 
I n d u s t r i a l  C o r ~ o r a t i o n s  f o r  1963. The i n d i v i d u a l  cornoanies 
- -- - - . - - - -  . - - . -. - - - - - - 
i n c l u d e d  i n  t h e  s t u d y  were s e l e c t e d  by t s k i n ~  t h e  f i rst  
comnany name2 i n  t h e  For tune 500 l i s t i n a  of A u ~ u s t  1964 and 
each f i f t h  company l i s t e d  t h e r e a f t e r .  If f u l l  d a t a  a r e  n o t  
r e p o r t e d  i n  -. Koody's - - - - - - - I n d u s t r i a l  - - . - !?anual1 --- - on a s e l e c t e d  conoany, 
l ~ o h n  ivioody , _ _ _ _ .  Moody's __._ I n d u s t r i a l  _ _ _ _ _  - Manual ( N e w  York: 
Moody P u b l l s h l n ~  Com~any, 1956,  19.57, i953; '1904, 1955). 
2 
t h e  n e x t  company named i n  t h e  Fortune l i s t i n g  on which Moody's 
r e p o r t e d  i n  f u l l  w a s  used as a  s u b ~ t i t u t e . ~  
The Fortune 500 l i s t i n g  is  made i n  t h e  o r d e r  of s i z e  
by t o t a l  s a l e s  from l a r g e s t  t o  sma l l e s t .  The s e l e c t i o n  of 
each  f i f t h  company i n  the  Fortune 500 al lows r e p r e s e n t a t i o n  
of a maximum range of s i z e  o f  i nd iv idua l  companies i n  t h e  
s tudy .  The sample inc ludes  companies i n  many s p e c i f i c  
bus inesses  . 
This  s tudy  proposes t o  examine i n d u s t r i a l  co rpora t ion  
ba lance  s h e e t s  on an item-by-item b a s i s  and t o  determine 
s i m i l a r i t i e s  and d i f f e r e n c e s  i n  t h e  f i n a n c i a l  s t r u c t u r e  of 
t h e  companies t o  be s tud ied .  
The i n d i v i d u a l  companies a r e  l i s t e d  i n  one of two 
groups on t h e  b a s i s  of s i m i l a r i t y  of e x t e n t  of investment 
i n  marketable  s e c u r i t i e s .  The composf te f i n a n c i a l  s t r u c t u r e  
o f  t h e  two groups a r e  then  compared on an item-by-Item 
b a s i s .  
To measure t h e  balance s h e e t  s t r u c t u r e  of i n d u s t r i a l  




Xarketable S e c u r i t i e s  
''The sample i s  based on t h e  1963 Fortune 500 l i s t i n g  
and  t h e  1964 Moody's I n d u s t r i a l  Kanusl .  
Rece ivab les  
Subs id ia r i e s  (nonconsol idated ) 
Inventory 
Fixed Assets 
Net Property  
To ta l  Assets 
L i a b i l i t i e s  
Current L i a b i l i t  i e s  
Long- Term Debt 
P r e f e r r e d  Stock 
Stockholders t  Equity 
The foregoing  items compose t h e  major i tems of a l l  
ba lance  s h e e t s  analyzed,  and t he  t o t a l  of t hese  a s s e t s  and 
l i a b i l i t i e s  l e a v e s  an i n s i g n i f i c a n t  remainder. This 
remainder  w i l l  be t r e a t e d  a s  *o the rw a s s e t s  o r  liabilities 
i n  t h i s  s tudy.  
Data on each of the  items t o  be examined f o r  each of 
t h e  s e l e c t e d  companies were e x t r a c t e d  f o r  t h e  yea r s  1955 
through 1964 from Moody's I n d u s t r i a l  Manuals. The d a t a  con- 
t a i n e d  i n  Moody's were e x t r a c t e d  from each company's 10-K 
annual  r e p o r t  t o  t h e  S e c u r i t i e s  and Exchange Commission. 
The d a t a  f o r  t h e  t e n  years  were e x t r a c t e d  on a company- 
by-company bas i s .  Each coapany was placed i n  one of the  two 
groups on t h e  b a s i s  of having 10% o r  more of t o t s 1  a s s e t s  i n  
4 
marketable  s e c u r i t i e s  a t  t h e  end of 1964 o r  of having l e s s  
t h a n  1 0 %  of' t o t a l  a s s e t s  i n  marketable s e c u r i t i e s .  The group- 
i n g ,  on t h e  b a s i s  of r e l a t i v e  amount of a s s e t s  i n  marketable 
s e c u r i t i e s ,  pu t  22 companies i n  t h e  group having more than  
10% of a s s e t s  i n  marketable s e c u r i t i e s  and 78 companies i n  
t h e  second group. The d a t a  on each company were accumulated 
on an i tem b a s i s ,  such a s  cash f o r  a l l  companies i n  Groups 
I and 11, from t h e  ind iv idua l  balance s h e e t s  which had been 
e x t r a c t e d .  The composite items were then  accumulated i n t o  
composite balance s h e e t s  f o r  each group f o r  t h e  t e n  yea r s  
s t u d i e d .  
The b a s i c  method of a n a l y s i s  is  t h e  cons ide ra t ion  of 
s i m i l a r i t y  and d i s s i m i l a r i t y  between t h e  two groups. 
Comparisons of companies t h a t  have s i m i l a r i t i e s  t o  o t h e r  
companies, such as by indus t ry  o r  ownership, a r e  made. 
Trends i n  i n d i v i d u a l  i t e m  a r e  considered.  Each item is 
exaa ined  i n  r e l a t i o n  t o  t h e  v a r i a b l e s  which may be r e l a t e d  
t o  determine c o r r e l a t i o n s .  
This  s tudy  compares the  balance s h e e t  s t r u c t u r e s  of 
t h e  two groups e x h i b i t i n g  apparent ly  d i f f e r e n t  investment 
p r a c t i c e s .  Variances i n  ind iv idua l  i t e n s  a r e  examined t o  
show how these  two groups employ t h e i r  q s s e t s .  The 
l i a b i l i t i e s  a r e  examined i n  an e f f o r t  t o  de t e rn ine  how t h e  
investment  In  marketable s e c u r i t i e s  i s  f inanced.  
The s i z e  of  company i n  e ~ c h  of  t h e  t w o  s roups is 
5 
compared f o r  p o s s i b l e  c o r r e l a t i o n  between s i z e  and t h e  
amount of investment i n  marketable s e c u r i t i e s .  The 
c o n s i d e r a t i o n  of s i z e  inc ludes  t h e  e x t e n t  of v a r i a t i o n  i n  
t o t a l  a s s e t s  from t h e  sma l l e s t  t o  t h e  l a r g e s t  company i n  
each  group and average s i z e  of t h e  companies i n  each group. 
The ques t ionna i r e  included i n  t h e  appendix of t h i s  
s t u d y  w a s  s e n t  t o  t h e  f i n a n c i a l  v i c e  p r e s i d e n t  o r  t r e a s u r e r  
of t h e  22 co rpora t ions  who had 10% o r  more of t o t a l  assets 
i n  marketable  s e c u r i t i e s  a t  t h e  end of 1964, The quest ion-  
n a i r e  was enclosed w i t h  an i n d i v i d u a l l y  typed l e t t e r  
e x p l a i n i n g  t h a t  t h e  w r i t e r  was a graduate  s t u d e n t  a t    rake 
Unive r s i ty  and needed the  requested information f o r  h i s  
t h e s i s .  A stamped se l f -addressed  envelope was included 
f o r  convenience i n  responding. 
Twenty-one of t h e  22 companies who rece ived  t h e  
q u e s t i o n n a i r e  responded, al though two of t h e  companies 
responding d i d  no t  provide the  requested information.  
Informat ion  on types  of s e c u r i t y  investments was n o t  ob ta ined  
from t h r e e  of t h e  2 2  companies, but t h e  remaining 19 conpanies 
r e p r e s e n t  99 .3% of the t o t a l  d o l l a r  amount inves ted  i n  
marketable  s e c u r i t i e s  by the  e n t i r e  group a t  t h e  end of 
1964. 
CHAPTER I1 
ANALYSIS OF INDUSTRIAL CORPORATIONS 
The balance sheet  of a corporat ion dep ic t s  i t s  
f i n a n c i a l  s t r u c t u r e  a t  a given date.  The p resen ta t ion  
becomes more dynamic w i t h  severa l  chronological balance 
s h e e t s  of a company as they w i l l  i l l u s t r a t e  constant  and 
changing p r ac t i c e s ,  tendencies and trends.  The following 
a n a l y s i s ,  derived from ten  consecutive balance shee t s  of 
one hundred i n d u s t r i a l  corporat ions,  is concerned with t h e  
dynamic long-term p i c tu r e  and not  p a r t i c u l a r l y  w i t h  t he  
balance shee t  s t r u c t u r e  at any one time during the  period. 
I. COMPARISOX OF GROUPS 
Group I ,  consis t ing  of 22 companies, had more than 
10% of t o t a l  a s s e t s  i n  marketable s e c u r i t i e s  on December 31, 
1964. Group 11, the  remaining 78 companies of the sample, 
had l e s s  than 10$ of t o t a l  a s se t s  invested i n  marketable 
s e c u r i t i e s  on December 31, 1964. The a s s e t  and l i a b i l i t y  
i tems t o  be examined a r e  compared i n  the following ana lys i s  
f o r  d i f f e r ences  between the two groups. 
Although t h e  number of companies included i n  each 
group varies considerably ( 2 2  t o  78)  the t o t s 1  a s s e t s  a r e  
reasonably c lose  i n  t o t a l  d o l l a r  amount. Year-end 1964 
f i g u r e s  show Group I had $23,126,717,342 while Group I1 
had $24,800,016,252 i n  t o t a l  asse ts .  The average s i z e  of 
companies i n  each group shows considerable d i f fe rence ,  The 
average s i z e  company i n  terms of t o t a l  a s s e t s  i n  Group I 
i n  1964 w a s  $1,051,214,424 as  compared t o  $343,588,541 
f o r  Group 11. The v a r i a t i o n  i n  average s i z e  w i l l  be 
considered i n  g r e a t e r  d e t a i l  l a t e r  i n  t h i s  repor t .  
Table I presents  the  a s se t  items of the  two groups 
a s  percentages of t o t a l  a sse t s .  Following t h i s  t a b l e  each 
item w i l l  be examined and discussed. 
TABLE I 
MAJOR BALANCE SHEET ITEMS 
OF UNITED STATES INDUSTRIAL CORPORATIONS 
AS A PERCENT OF TOTAL ASSETS 
1955 - 1964 
GROUP I 
(22 corporations with 10$ or more of Total Assets 
in marketable securities on December 31, 1964) 
ITEM 1964 1963 1962 1961 1960 1959 1958 1957 1956 1955 
Cash 4.60% 4.62% 4.91% 5.18% 5.50% 5.53% 5.84% 5.94% 6.20% 6.57% 
Marketable Securities 14.24 18.80 19.16 19.05 17.60 17.55 17.24 14.72 15.25 18.24 
Receivables 12.44 11.36 10.28 10.18 8.03 8.97 8.51 8-51 9.62 9.72 
Subsidiaries 2.60 2.61 2.58 2.56 2.81 2.55 2.56 2.62 2.58 2.55 
Inventory 21.15 18.91 17.86 18.46 19.28 18.85 18.22 20.58 20.32 14-59 
Net Property 40.76 39.45 39.36 41.45 43.37 42.06 44.33 44.37 42.50 40.05 
Other Assets 4.21 4.25 5.85 3.12 3.41 4.49 3.30 3.26 4.53 3.28 
Current Liabilities 16.05 15.11 14.90 14.37 14.33 14.34 14.34 16.33 17 27 17.50 
Long- Term Debt 7.63 7.80 8.56 9.24 7.16 7.75 9.19 5.59 6133 7.04 
Preferred Stock 4.25 4.45 4.60 4.76 5.07 5.23 5.57 5.75 6.10 6.78 
Stockholders ' Equity 67.18 68.11 67.84 67.94 69.60 67.45 67.70 67.26 65.87 64.22 
Other Liabilities 4.89 4.53 4.10 3.69 3.84 5.23 3.20 5.07 4.43 4.46 
Extracted from Moody's Industrial Manuals 
TABLE I ( c o n t i n u e d )  
GROUP I1 
( c o ~ p o s e d  of 78 companies wi th  l e s s  t han  10% of Total Asse t s  
i n  marke tab le  s e c u r i t l e s  on December 31, 1964) 
Cash 
Za rke tab le  S e c u r i t i e s  
Receivables  
S u b s i d i a r i e s  
Inventory  
Net P rope r ty  
Other Assets  
Current  L i a b i l i t i e s  
Long-Term Debt 
P r e f e r r e d  Stock 
Stockholders1  Equi ty  
Other L i a b i l i t i e s  
Ex t r ac t ed  from I?oodyls I n d u s t r i a l  Manuals 
11. CASH 
Both groups I and 11 Show a d e c l i n e  i n  t h e  amount 
Of  cash r e l a t i v e  t o  t o t a l  a s s e t s  over t h e  lo-year  p e r i o d  
1955-1964- ~t is  i n t e r e s t i n g  t h a t  Group I had l e s s  cash 
r e l a t i v e  t o  t o t a l  a s s e t s  i n  1955 than Group I1 and i n  1964 
s t i l l  had l e s s  cash. Group 11's cash p o s i t i o n  has  been 
d e c l i n i n g  more r a p i d l y  than  t h a t  of Group I and t h e  d i f f e r e n c e  
i n  percentage  of t o t a l  a s s e t s  i n  cash has narrowed. 
The ques t ion  of how much cash i s  necessary  f o r  
o p e r a t i o n s  has  long  been a major ques t ion  with  no p r e c i s e  
answer. The answer as t o  how much cash i s  necessary  i s ,  
of cou r se ,  d i f f e r e n t  f o r  each company s i n c e  t h e  exac t  
s i t u a t i o n  of each company is d i f f e r e n t .  It i s  r e a d i l y  
appa ren t  t h a t  t h e  cash needs of a  company w i l l  va ry  from 
t ime t o  t ime ,  which f u r t h e r  complicates t h e  d e c i s i o n  as t o  
how much i s  necessary.  This s tudy shows a s t e a d y  d e c l i n e  
of  29.9% i n  t h e  r e l a t i v e  amount of cash based on 1955 cash  
f o r  Group I,  and a 34.65% d e c l i n e  f o r  Group I1 durinn: t h e  
10-year  pe r iod  19551964 ,  The s u b s t a n t i a l  d e c l i n e  of cash 
r e l a t i v e  t o  t o t a l  a s s e t s  i n d i c a t e s  t h a t  cash had probably 
been exceeding t h e  a c t u a l  amount necessary  f o r  o p e r a t i o n  of 
t h e  bus iness .  
The d e c l i n e  i n  cash has occurred a t  a r e l a t i v e l y  
r a p i d  r a t e  over a r e l a t i v e l y  s h o r t  pe r iod  of t ime-  Continued 
profit mlndedness and a d r i v e  toward f u l l  utilization of 
assets mar result in a continued trend toward less cash 
relative to t o t a l  a s s e t s  until the barest posslble m t n k m n  
is approached, reached or in some cases possibly even 
exceeded, 
Tfie c a r ~ i ~ t g  of excess cash, u s u d ~ y  in She fom of 
deroand deyosiks, does not contrfbute to the ea rn fn~s  of %he 
Individual company which o m s  t h i s  cash. mese funds may 
be carried in deposits as conthgent requirezea3s of loans, 
Pn which case they are essential to %he operation strr-5 not 
excess. Excessive cash is equivalezrE to Inves%~enC In a 
nsn~roducfng asset and the colrrpmy is denzed t h e  e m l o p e n &  
of khese a s s e t s  in pra0uctZ-e InvesZments of srg tme, 
Tke bmBs a$ whfch these excessive % E C L ~ C S S  were ~3rrIe2 
exper ienced  t h e  b e n e f i t  from t h e  s i t u a t i o n  s o  long as it 
cont inued.  The obvious ques t ion  then is  where has t h e  
r e d u c t i o n  i n  cash been re-employed by i t s  co rpora t e  owner, 
and t h i s  w i l l  be examined l a t e r  i n  t h i s  r epor t .  
111. MARKETABLE SECURITIES 
The balance s h e e t  item, Marketable S e c u r i t i e s ,  may 
i n c l u d e  any type of  s e c u r i t y  f o r  which t h e r e  i s  a market. 
The i n d i v i d u a l  s e c u r i t i e s  included in  Marketable S e c u r i t i e s  
may be of any matur i ty .  More important f o r  t h i s  s tudy  
i s  t h e  c o n s t a n t  l e v e l  of investment. Although i n  t h e  t e n  
y e a r s  s t u d i e d  t h e  amount of Marketable S e c u r i t i e s  v a r i e d  
c o n s i d e r a b l y ,  s u b s t a n t i a l  amounts of s e c u r i t i e s  were i n  
b o t h  groups  th roughout  t h e  per iod .  It appears  t h a t  t h e r e  
is  a c o n s t a n t  l e v e l  of investment over  a l o n g  p e r i o d  of 
t ime  r e g a r d l e s s  of type  o r  m a t u r i t y  of s p e c i f i c  s e c u r i t i e s  
owned. 
It may be neces sa ry  t o  keep s u b s t a n t i a l  amounts of 
c a s h  r e a d i l y  a v a i l a b l e  u n t i l  it has  been c l e a r l y  e s t a b l i s h e d  
t h a t  t h e  funds  are n o t  necessary  f o r  shor t - t e rm o p e r a t i n g  
needs .  Funds i n v e s t e d  i n  shor t - term o r  l i q u i d  inves tments  
may be  committed t o  a c q u i s i t i o n  of o t h e r  a s s e t s  i n  t h e  
near f u t u r e  . 
There is  appa ren t ly  a p o r t i o n  of  t h e  Marketable 
S e c u r i t i e s  p o r t f o l i o  which r e p r e s e n t s  t h e  employment of  
o t h e r w i s e  t empora r i l y  unemployed funds. Over a ten-year  
p e r i o d  it seems reasonable  t h a t  most of t h e s e  t empora r i l y  
unemployed funds  would a t  some time be needed i n  t h e  
o p e r a t i o n .  The Marketable S e c u r i t i e s  of Group I d u r i n g  
t h e  t e n  y e a r s  s t u d i e d  v a r i e d  from 14.24% t o  19.16$, o r  a 
4.94% v a r i a n c e .  Group 11's Marketable S e c u r i t i e s  a t  t h e  
same t ime v a r i e d  from a low of 4.324% of  t o t a l  a s s e t s  t o  a 
h i g h  of 7.95$, o r  a 3.63% v a r l m c e .  The l owes t  l e v e l  of  
i nves tmen t  d u r i n g  t h e  ten-year  pe r iod  was two t o  f o u r  
t i m e s  t h e  v a r i a t i o n  d u r i n g  t h e  per iod.  The variance i n  
Marketable  S e c u r i t i e s  du r ing  t h e  pe r iod  probably  r e p r e s e n t s  
t h e  need f o r  employment of t h e  funds In  o t h e r  a s s e t s .  
13  
From t h i s  d a t a  it may be assumed t h a t  t h e  corpora t ions  
inc luded  i n  t h i s  s tudy  had from two t o  f o u r  times as much 
of  t h e i r  a s s e t s  i n  Marketable S e c u r i t i e s  as w a s  necessary  
f o r  changes i n  t h e  employment of t hese  a s s e t s .  There i s ,  
of cour se ,  t h e  p o s s i b i l i t y  t h a t  t h e  f u l l  o p e r a t i o n a l  
employment of t h e s e  a s s e t s  is ou t s ide  t h e  pe r iod  s t u d i e d ,  
b u t  t h e  f a c t  t h a t  t h e  a s s e t s  were not  otherwise employed, 
e i t h e r  at  t h e  beginning o r  end of t h e  per iod ,  makes t h i s  
q u e s t  ionable .  
The comparison of investment p r a c t i c e s  between 
Groups I and I1 shows a g r e a t  v a r i a t i o n  i n  t h e  amount of 
a s s e t s  committed t o  Marketable S e c u r i t i e s .  Group I dur ing  
t h e  p e r i o d  averaged more than t h r e e  t imes as g r e a t  a 
percentage  of a s s e t s  employed i n  Marketable S e c u r i t i e s  as 
d i d  Group 11. To provide the  funds f o r  investment 'In 
Marketable S e c u r i t i e s  o the r  a s s e t s  must be decreased 
r e l a t i v e  t o  t o t a l  assets. 
rV. RECEIVABLES 
The balance s h e e t  item Receivables i s  composed of 
t r a d e  r ece ivab les .  T h i s  i s  t h e  ex tens ion  of c r e d i t ,  
normally on a very short - term b a s i s ,  t o  t h e  purchaser  of 
t h e  p roduce r ' s  goods. The common p r a c t i c e  i n  indus t ry  of 
ex tending  t h i s  c r e d i t  makes t h i s  item a compet i t ive  
n e c e s s i t y  and a s  one of t h e  l a r g e r  balance s h e e t  i t e r r s ,  
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r e c e i v a b l e s  is  c e r t a i n l y  deserving of a t t e n t i o n  i n  t h i s  
s tudy.  
The amount of t o t a l  a s s e t s  inves ted  i n  r e c e i v a b l e s  
has  v a r i e d  cons iderably  during the  per iod  s tudied .  In 
s p i t e  of t h e  f l u c t u a t i o n s ,  a t r e n d  during t h e  pe r iod  of 
l a r g e r  amounts of a s s e t s  employed i n  r ece ivab les  i s  r e a d i l y  
d i s c e r n a b l e .  This increase  i n  r ece ivab les  seems l o g i c a l  
i n  light of t h e  many r e p o r t s  and s t u d i e s  which have been 
done on t h e  increased  use of c r e d i t .  
The va r i ance  between Groups I and I1 i n  amount of 
a s s e t s  employed i n  r ece ivab les  i s  i n t e r e s t i n g .  During t h e  
t e n  y e a r s  s t u d i e d ,  Group I u t i l i z e d  an average of 9.76% 
of t o t a l  a s s e t s  i n  rece ivables  while Group I1 u t i l i z e d  an 
average of 17.74%. Group I1 then used 1.8 t imes as much 
of i ts  a s s e t s  i n  r ece ivab les  as d i d  Group I. There i s  
no r e a d i l y  apparent  d i f f e r e n c e  i n  the  type of bus iness  
between t h e  two groups s i n c e  both include companies i n  t h e  
sane  businesses .  The one apparent d i f f e r e n c e  between t h e  
groups is  s i z e  and with t h i s  i n  mind we f i n d  many ques t ions  
as t o  how t h i s  can a f f e c t  t r a d e  c r e d i t  p r a c t i c e s .  For the  
purposes  of t h i s  s tudy ,  it s u f f i c e s  t o  note  t h e  v a r i a t i o n  
and i t s  e x t e n t .  
V. SUBSIDIASIES 
The balance s h e e t  item Subsidiaries i s  composed 
15 
g e n e r a l l y  of unconsol idated s u b s i d i a r i e s .  A key q u e s t i o n  
h e r e  1s whhy they  a r e  unconsolidated and t h e r e  appears  t o  
be two major reasons.  A minori ty  i n t e r e s t  i n  a s u b s i d i a r y  
may be t h e  reason  f o r  its being t r e a t e d  on an unconsol ida ted  
b a s i s  o r  t h e  f a c t  t h a t  t h e  subs id i a ry  is  i n  a t o t a l l y  d i s -  
similar f i e l d  of ope ra t ion  t o  t h a t  of i t s  pa ren t  company 
may be t h e  cause. The f a c t  t h a t  t h e r e  is v a r i a t i o n  I n  
accoun t ing  p r a c t i c e  l eaves  a ques t ion  as t o  t h e  consider-  
a t i o n  of t h i s  i tem a t  a l l ,  o t h e r  than as a f a c t o r  of 
employment of a s s e t s .  It is  reasonable  t o  assume t h a t  
t h e r e  a r e  many s u b s i d i a r i e s  which were r e p o r t e d  on a 
c o n s o l i d a t e d  basis i n  t h e  balance s h e e t s  used here. There 
i s  cons ide rab le  t a x  advantage t o  s u b s i d i a r i e s  s i n c e  ea rn ings  
of  l e s s  than  $25,000 i n  one year  by a t axab le  e n t i t y  a r e  n o t  
s u b j e c t  t o  t h e  f e d e r a l  income s u r  tax.  
T h i s  i tem has  shown no marked t r e n d  o r  degree of 
change du r ing  t h e  per iod  s tud ied .  There does n o t  appear 
t o  be any  apparent  v a r i a t i o n  between t h e  two groups of 
companies i n  t h i s  i tem with roughly t h e  same m o u n t  of t o t a l  
a s s e t s  employed by both groups i n  t h i s  way. Since t h i s  is  
t h e  s m a l l e s t  i n d i v i d u a l  i tem considered and shows no 
p a r t i c u l a r  change o r  v a r i s t i o n  between t h e  groups,  t h i s  
i tem w i l l  be d i s r ega rded  i n  t h i s  study. 
V I .  INVENTORY 
This i tem of t h e  balance s h e e t  i s  composed of r a w  
m a t e r i a l s  goods i n  process  and f i n i s h e d  goods. Inventory 
i s  e s s e n t i a l  ~ ~ m p e t i t i v e l y  s i n c e  t h e  time between t h e  s a l e s  
o r d e r  f o r  t h e  f i n i s h e d  item and t h e  expected d e l i v e r y  i s  i n  
p r a c t i c e  t o o  s h o r t  t o  a l low f o r  t h e  l a g  time i n  o b t a i n i n g  
raw m a t e r i a l s  and processing them i n t o  f i n l s h e d  goods. The 
e x a c t  l e v e l  o f  inventory is gene ra l ly  s u b j e c t  t o  t h e  
judgment of management based on numerous f a c t o r s .  A major 
f a c t o r  i n f l u e n c i n g  Inventory is t h e  amount of time r e q u i r e d  
f o r  o b t a i n i n g  r a w  ma te r i a l s  and f o r  p rocess ing  and assembly 
i n t o  t h e  f i n i s h e d  good o r  ma te r i a l .  Other f a c t o r s  would 
i n c l u d e  things such as s a l e s ,  compet i t ion,  i n d u s t r y  
p r a c t i c e  and r a t e  of turnover.  
Inventory i s  t h e  second l a r g e s t  item of a s s e t s  
r e l a t i v e  t o  t o t a l  a s s e t s  and i s ,  t h e r e f o r e ,  an important  
one. Inventory has had c l o s e  a t t e n t i o n  i n  r e c e n t  yea r s  
from management seek ing  t o  reduce i t  and thereby  t o  reduce 
c o s t s .  F luc tua t ions  dur ing  the  per iod s t u d i e d ,  however, 
can be c l o s e l y  t i e d  t o  genera l  economic changes. A s  s a l e s  
i n c r e a s e ,  increased  inventory becomes necessary  and it 
r i s e s  through increased  production.  A s  s a l e s  d e c l i n e ,  
e x c e s s i v e  amounts of raw m a t e r i ~ l s  r e l a t i v e  t o  reduced 
product ion  and f i n i s h e d  goods r e l a t i v e  t o  s a l e s  accumulate,  
which, as they are reduced,  a r e  no t  t o t a l l y  rep laced  u n t i l  
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sales aga in  Warrant. There does not  appear t o  be any sub- 
s t a n t i a l  change i n  inventory f o r  e i t h e r  group during t h e  
p e r i o d  which i n d i c a t e s  a t rend  but only short-range changes. 
An i n t e r e s t i n g  f a c t  which does appear i n  t h i s  s tudy  
is t h e  v a r i a t i o n  of amount of t o t a l  a s s e t s  employed in  
inven to ry  between t h e  two groups. Group I during t h e  t e n  
y e a r  pe r iod  had an average of 19.32% of t o t a l  a s s e t s  i n  
inven to ry  while  Group I1 had an average of 28.87$, o r  1.4 
t imes  as much as Group I. Again t h e r e  does no t  appear  t o  be 
any fundamental d i f f e r e n c e  between t h e  groups o t h e r  than 
s i z e .  
V I I .  NET PROPERTY 
The l a r g e s t  a s s e t  item on t h e  balance s h e e t  r e l a t i v e  
t o  t o t a l  a s s e t s  is  Net Property. This item is composed of 
a l l  t h e  p rope r ty  owned which is  gene ra l ly  included i n ,  
d i r e c t l y  o r  i n d i r e c t l y ,  t he  productive o r  ope ra t ing  f u n c t i o n  
of a company. T h i s  item includes r e a l  e s t a t e ,  bu i ld ings ,  
machinery,  t o o l s  and equipment. A l l  of t hese  items taken 
a t  c o s t  l e s s  d e p r e c i a t i o n  and cos t  dep le t ion  r e s u l t s  i n  
t h e  f i g u r e  represented  by Net Property.  
A s  t h e  l a r g e s t  a s s e t  item, Net Property  deserves  t h e  
a t t e n t i o n  of t h i s  s tudy but  not  too much of importance i s  
revea led .  F luc tua t ions  within the  ~ e r i o d  c l o s e l y  fo l low 
g e n e r a l  economic condi t ions  and t h e r e  does not  appear  t o  be 
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any outs tanding long-term trend i n  t h e  period studied other 
than one of general growth. The connection t o  the  general 
economy is d i r e c t  and apparent. Increased demand as 
reflected in sales leads to the decision t o  increase  capeci ty  
and as t h i s  building exceeds depreciation, Net Property is 
increased. 
?\he comparison of Net Property for Croups I and I1 
shows Group I committing s l igh t ly  more of i ts  assets to this 
area. During t h e  ten years  studied, Group I had an average 
of 41.77% of t o t a l  assets in Bet Property while Group 11 
had 37.35s. Thls dif ference ,  in  itself 4.42$, is no t  
remarkable but I s  the  reverse of what was observed In 
Receivables and Inventory. The grea t e r  Investment of Group 
I i n  Net Property over t h a t  of Group I1 may Indicate  g r e a t e r  
product ive  capaci ty ,  but i t  should be remembered the  amount 
inves ted  is  not  necessar i ly  a  measure of product ivi ty.  
VIII. CURRENT LIABILITIES 
Current L i a b i l i t i e s  general ly include accounts 
payable (usua l ly  t r ade  items ) , short-term debt ,  cu r ren t  
m a t u r i t i e s  of long-term debt and other  l i a b i l i t i e s  due and 
payable in one year o r  l e s s .  T h i s  category r e f l e c t s ,  a t  
l e a s t  i n  p a r t ,  the  way i n  which current  operat ions a re  
financed. 
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Funds borrowed on a short-term b a s i s  a r e  he ld  by 
many t o  be used only  f o r  investment in s e l f - l i q u i d a t i n g  
shor t - t e rm items such a s  rece ivables  and inventory.  There 
i s  a p o r t i o n  of t h e  funds borrowed on a short - term b a s i s  
which ultimately a r e  funded i n t o  long-term debt  o r  r ep laced  
by e q u i t y  funds. The cos t  of short-term money can be 
cons ide rab ly  h igher  than long- term borrowings, p a r t i c u l a r l y  
when compensating balances which a r e  e s s e n t i a l  t o  bank 
l i n e s  of  c r e d i t  a r e  considered. Because of t h e  high c o s t  
of shor t - te rm d e b t ,  t h a t  which stabilizes and becomes 
r e l a t i v e l y  permanent is usua l ly  funded i n t o  long- term debt  
long  before  it can be replaced with equ i ty  through r e t a i n e d  
ea rn ings .  
Since c u r r e n t  l i a b i l i t i e s  provide funds f o r  s h o r t  
term changes i n  ope ra t ing  needs,  t he  changes i n  a s s e t  items 
which f l u c t u a t e  i n  r e l a t i o n  t o  s h o r t  term genera l  economic 
changes a r e  f i r s t  r e f l e c t e d  i n  cu r ren t  l i a b i l i t i e s .  In  
s p i t e  of t h e  year-to-year f l u c t u a t i o n s ,  Group I does appear 
t o  d i s p l a y  soae tendency toward l e s s  use of c u r r e n t  
l i a b i l i t i e s  dur ing  the  t e n  years s tud ied .  The longe r  term 
t r e n d s  I n  c u r r e n t  l i a b i l i t i e s ,  assuming reasonably s teady  
r a t e s  of growth, may u l t ima te ly  r e s u l t  i n  some s h i f t  of 
t h e s e  l i a b i l i t i e s  e i t h e r  t o  long-term debt  o r  t o  equ i ty .  
The use of cu r ren t  l i a b i l i t i e s  r e l a t i v e  t o  total 
assets shows some v a r i a t i o n  worth note  between t h e  t w o  
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gyoupsa Group I had an average f o r  t h e  t e n  years  1955-1964 
of 15.45% of t o t a l  a s s e t s  f lnanced by c u r r e n t  l i a b i l i t i e s  
wh i l e  Group I1 averaged 18.80%. This d i f f e r e n c e  of 3 .35% 
r e f l e c t s  t h e  l a r g e r  c a p i t a l  base o r  as I t  may be desc r ibed ,  
s t o c k h o l d e r s '  equ i ty ,  of Group I as compared t o  Group 11. 
I X .  LONG-TERM DEBT 
The balance shee t  item, Long-Term Debt, i s  g e n e r a l l y  
composed of o b l i g a t i o n s  f o r  borrowed money with a ma tu r i ty  
beyond one year .  T h i s  debt  is incur red  t o  f inance  one o r  
bo th  of two broad ca t egor i e s  of a s se t s .  The most common 
and d i r e c t  purpose of long-term debt  is  t o  f inance  t h e  
purchase  of f i x e d  a s s e t s  which by t h e i r  n a t u r e  tend  t o  be 
long-term investments.  The second purpose of t h i s  form of 
f i n a n c i n g  i s  t o  add t o  working c a p i t a l  o r  i n  e f f e c t  f inance  
c u r r e n t  a s s e t s .  In  t h e  case of both Groups I and I1 of 
t h i s  s tudy ,  Net Property  alone cons tan t ly  and by a s u b  
s t a n t i a l  margin exceeded long-term debt.  It is  p o s s i b l e ,  
t h e r e f o r e ,  t o  assume t h a t  long-term debt  f inances  only 
a d d i t i o n s  t o  f i x e d  a s s e t s ,  but t he  t r a c i n g  of i n d i v i d u a l  
d o l l a r s  is a t  b e s t  an a r b i t r a r y  pastime. 
Nei ther  Group I no r  Group I1 shoved any g r e a t  
f l u c t u a t i o n s  of long-term debt r e l a t i v e  t o  t o t a l  a s s e t s  
d u r i n g  t h e  per iod  s tud ied .  The r e l a t i v e l y  s t a b l e  r e l a t i o n -  
s h i p  of long-term debt  t o  t o t a l  a s s e t s  i n d i c a t e s  t h a t  t h e  
K rowth of t h e  companies has been f inanced with long- te rn  
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deb t  i n  p ropor t ion  t o  the  growth of c a p i t a l  and o t h e r  
l i a b i l i t i e s .  
A comparison of Groups I and I1 on Long-Term Debt 
i s  worthwhile s i n c e  t h e r e  i s  considerable  va r i ance  between 
them. Group I had an average of 7.63% of t o t a l  a s s e t s  
f i n a n c e d  i n  t h i s  way during the  per iod  s t u d i e d  while Group 
I1 had an average of 15.18$, o r  nea r ly  twice as much on a 
r e l a t i v e  basis. 
X. PRZFERRED STOCK 
P r e f e r r e d  Stock is  a common p a r t  of t he  long-term 
f lnanc ing  of i n d u s t r i a l  corporat ions .  E x i s t i n g  tax laws 
and r e g u l a t i o n s  do n o t  p e r ~ i t  deduction of dividends p a i d  
as an expense f o r  t a x  purposes and, as a r e s u l t ,  P re fe r red  
Stock i s  a very expensive means of f inanc ing  on an a f t e r - t a x  
b a s i s .  Recent years  have seen a dec l ine  i n  t h e  use of 
P r e f e r r e d  Stock as  a p a r t  of long-term f Inancing and, 
a l though s t i l l  q u i t e  common, it is  slowly dwindling as 
r e t i r e m e n t  exceeds new issues .  
Both Groups I and I1 show evidence of t h e  dec l ine  
i n  use of P re fe r red  Stock. Group I shows a dec l ine  dur ing  
t h e  t e n  yea r s  s tud ied  from 6.785 of t o t a l  a s s e t s  i n  1955 
t o  4.25% i n  1964 while Group I1 shorvs a d e c l l n e  from 3.915 
t o  2.07%. Although these  dec l ines  a r e  s u b s t a n t i a l ,  the  
amounts do n o t  r e f l e c t  a s u b s t a n t i a l  po r t ion  o f  t o t a l  
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a s s e t s  s i n c e  even a t  t h e  beginning of the  per iod  s t u d i e d  t h e  
amount was no t  l a r g e  r e l a t i v e  t o  t o t a l  a s s e t s  f o r  e i t h e r  
group. 
It should be noted t h a t  Group 1's use of P r e f e r r e d  
s t o c k  w a s  s u b s t a n t i a l l y  g r e a t e r  than Group 11. This may 
r e f l e c t  t h e  o l d e r  company which used t h i s  medium when it 
was more a t t r a c t i v e  and commonly used i n  e a r l i e r  years .  
The r a t e  of r e t i r emen t  of P re fe r red  Stock is t y p i c a l l y  
s low wi th  some of it having no provis ion  f o r  r e t i r emen t .  
X I .  STOCKHOLDERS' EQUITY 
Stockholders '  Equity may be descr ibed  as r e p r e s e n t i n g  
t h e  book v a l u e  of t h e  ownership of a company, i nc lud ing  
c a p i t a l ,  p a i d  i n  su rp lus  and earned su rp lus  ( r e t a i n e d  
e a r n i n g s ) .  This item might a l s o  be descr ibed  as t h e  
d i f f e r e n c e  between a s s e t s  and l i a b i l i t i e s  which i n  balance 
s h e e t s  i s  included w i t h  l i a b i l i t i e s  t o  make t h e  balance 
s h e e t  balance.  It i s ,  a t  any r a t e ,  t h e  l a r g e s t  balance 
s h e e t  i tem i n  t h i s  s tudy. 
Groups I and I1 show considerably d i f f e r e n t  behavior  
i n  t h e  amount of Stockholders '  Equity r e l a t i v e  t o  t o t a l  
a s s e t s .  Group I i n  t h e  per iod s tudied  had an average of 
67.32>5 of t o t a l  a s s e t s  f inanced by e q u i t y ,  whlle Group I1 
had 60.24%. 
During t h e  t e n - ~ e a r  per iod s t u d i e d ,  Group I showed 
a t r e n d  of i n c r e a s i n g  Stockholdersv Equity r e l a t i v e  t o  
t o t a l  a s s e t s  wi th  growth from 64.22% i n  1955 t o  67.18% i n  
1964. Group I a l s o  showed cons iderab le  f l u c t u a t i o n  of t h i s  
i t em d u r i n g  t h e  per iod.  Group I1 remained s t eady  through 
t h e  p e r i o d  with  an i n s i g n i f i c a n t  change from 60.16% i n  1955 
t o  60.59% i n  1964. This i n d i c a t e s  growth i n  e q u i t y  exceeded 
growth of t o t a l  assets f o r  Group I, but very  n e a r l y  p r e c i s e l y  
k e p t  pace f o r  Group 11. Since most companies i n  both groups 
do  pay d iv idends ,  t h i s  a c t i o n  w a s  t o  some e x t e n t  c o n t r o l l e d  
by management. 
X I I .  OTlBR ASSETS AND LIABILITIES 
A l l  balance s h e e t  items o t h e r  than those s p e c i f i c a l l y  
l i s t e d  and d iscussed  were included i n  Other ~ s s e t s  o r  Other 
L i a b i l i t i e s ,  as app l i cab le .  Although i n  t o t a l  t h e s e  i tems 
do r e p r e s e n t  a s u b s t a n t i a l  percentage of t o t a l  a s s e t s ,  by 
i n d i v i d u a l  p a r t  they a r e  i n s i g n i f i c a n t .  The i n d i v i d u a l  p a r t s  
of  t h e s e  i tems a r e  d ive r se  and as conglomerates defy any 
r easonab le  a n a l y s i s .  It should be noted t h a t  t h e s e  Other 
Asse t s  and Other L i a b i l i t i e s  f o r  Group I do, on average,  
n o t i c e a b l y  exceed those  of Group 11. 
X I 1 1  . SIZE OF COMPANY I N  RELATION TO 
MAFHETABLE SECURITY INVESTMENTS 
!The average s i z e  of t h e  22 companies included i n  
Group I at  Year end 1964 was $1,051,214,424 i n  t o t a l  
a s s e t s .  The s i z e  of i nd iv idua l  companies i n  t h i s  group 
ranged  from $96,465,619 t o  $10,292,828,528 i n  t o t a l  a s s e t s  
and f o u r  companies i n  t h i s  group had a s s e t s  exceeding one 
b i l l i o n  d o l l a r s  each a t  year  end 1964. The f o u r  huge 
companies account  f o r  $19,511,699,743 of t h e  t o t a l  a s s e t s  
of $23,126,717,342 i n  1964, o r  84% of t h e  t o t a l  f o r  Group 
I. These f i g u r e s  show t h a t  Group I is dominated by t h e s e  
f o u r  g i g a n t i c  companies. 
The average s i z e  of t h e  78 companies included i n  
Group I1 is  $343,548,541 i n  t o t a l  a s s e t s  a t  yea r  end 1964. 
The s i z e  of i n d i v i d u a l  companies i n  Group I1 a t  t h i s  t ime 
ranged  from $57,971,454 t o  $1,606,567,761. Four companies 
of  Group I1 a l s o  have t o t a l  a s s e t s  exceeding one b i l l i o n  
d o l l a r s .  The f o u r  b i l l i o n  d o l l a r  companies account f o r  
$5,276,743,489 of Group 11's $24,800,016,252 of t o t a l  a s s e t s  
i n  1964. The l e s s  than  one f o u r t h  of t o t a l  a s s e t s  i n  Group 
I1 which r e p r e s e n t  t h e  f o u r  g i a n t  companies of t h i s  group 
i n d i c a t e s  t h e  l e s s e r  in f luence  exer ted  by t h e  huge companies 
i n  t h l s  group a s  compared t o  t he  huge companies i n  Group I. 
TABLE I1 
CLASSIFICATION OF COMPANIES 
BY SIZE 
YEAR END 1964 
T o t a l  Assets Number of Companies 
Group I Group I1 
-- 
Over $1,000,000,000 4 5 
$750,000,000 t o  $1,000,000,000 1 5 
$500,000,000 t o  $750,000,000 - 5 
$250,000,000 t o  $500,000,000 2 14 
$100,000,000 t o  $250,000,000 14 35 
Under $100,000,000 1 14 
It appears  from Table I1 t h a t  size has an i n f l u e n c e  
on t h e  tendency t o  i n v e s t  l a r g e  amounts i n  Marketable 
S e c u r i t i e s .  The fo l lowing  Table 111 examines r e l a t i v e  
amount of t o t a l  a s s e t s  inves ted  i n  Yarketable  S e c u r i t i e s  
i n  r e l a t i o n  t o  s i z e  only. 
Table I11 aga in  seems t o  i n d i c a t e  t h a t  s i z e  has  
i n f l u e n c e  on t h e  tendency t o  i nves t  i n  Marketable S e c u r i t i e s .  
Companies wi th  over  one b i l l i o n  d o l l a r s  appear  t o  be 
i n v e s t i n g  a major amount of a s s e t s  i n  Narketable  S e c u r i t i e s  
b u t  Genera l  Motors and U.S. S t e e l  account f o r  58.5% of 
t h e  t o t a l  a s s e t s  of t h e s e  companies and 73.8% of t h e i r  
TABLE I1 I 
SECUR ITY HOLDINGS 
AS A PERCENT OF 
TOTAL ASSETS 
BY SIZE OF COMPANY 
YEAR END 1964 
T o t a l  Assets  Number o f  Percent  of 
Companies To ta l  Assets 
i n  Marketable 
S e c u r i t i e s  
Over $1,000,000,000 9 
$750,000,000 t o  $1,000,000,000 6 
$ ~ 0 0 , 0 0 0 , 0 0 0  t o  $750,000,000 5 
$250,000,000 t o  $500,000,000 16 
$100,000,000 to $250,000,000 49 
Under $100,000,000 15 
Yarke tab le  S e c u r i t i e s  investments. Exclusion of G e n e r a l  
Motors and U.S. S t e e l  from t h e  companies w i t h  over  one b i l l i o n  
d o l l a r s  of t o t a l  a s s e t s  In t h i s  s tudy leaves seven companies 
w l t h  6.9$ of t o t a l  assets in Marketable  S e c u r i t i e s  a t  yea r  
end 1964. There i s  then doubt of a c o r r e l a t i o n  between s i z e  
and tendency t o  i n v e s t  based on the  d a t a  of t h i s  s tudy.  
X N .  REALLOCATION OF ASSETS 
TO PROVIDE FUNDS FOR 
MARKETABLE SECURITY INVESTMENTS 
The heavy u t i l i z a t i o n  of a s s e t s  i n  Marketable S e c u r i t i e s  
r e l a t i v e  t o  t o t a l  a s s e t s  i n  Group I means t h a t  a s s e t s  a r e  
be ing  a l l o c a t e d  d i f f e r e n t l y  between the  two groups. Some 
o t h e r  a s s e t  o r  a s s e t s  i n  Group I must be l e s s  than i n  Group 
I1 r e l a t i v e  t o  t o t a l  a s s e t s  t o  provide the  d i f fe rence  between 
t h e  t e n  year  average f o r  the  groups i n  Marketable S e c u r i t i e s  
of 11.85% of t o t a l  a s s e t s .  
TABLE N 
TEN YEAR AVERAGE 
OF ASSETS 
RELATIVE TO TOTAL ASSETS 
1955 - 1964 
Asset Items Group I Group I1 Difference 
of Group I 
From Group I1 
Cash 5.49% 5.65% ( . 16 )% 
Marketable S e c u r i t i e s  17.18 5.33 11-85 
Receivables 1 0 . 6 1  17.73 ( 7-12]  
S u b s i d i a r i e s  2.60 2.  37 .23 
Inventory 19.32 28.87 ( 9.55)  
Net Property 41.77 37.35 4.42 
Other Assets 3.03 2.70 - 3 3  
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In a d d i t i o n  t o  t h e  d i f f e rence  i n  Marketable S e c u r i t i e s ,  
a s s e t  i t ems  vary considerably i n  t h r e e  o t h e r  a reas .  The 
11.85% g r e a t e r  amount of t o t a l  a s s e t s  u t i l i z e d  for Marketable 
S e c u r i t i e s  on average f o r  t e n  years  by Group I compared t o  
Group 11 i s  o f f s e t  r e a d i l y  by l e s s  Receivables and Inventory 
i n  Group I t h a n  i n  Group 11. This i s  p a r t i c u l a r l y  i n t e r e s t i n g  
since a l l  t h r e e  items are cur ren t  a s s e t s  i n  ord inary  usage. 
The data above seems t o  ind ica t e  t h a t  the  use of a s s e t s  i n  
Marketable  S e c u r i t i e s  is simply use of cash c rea t ed  by changes 
i n  o t h e r  c u r r e n t  a s s e t s .  
XV. STRUCTURE OF LIABILITIES 
OF GROUPS I AND I1 
There a r e  s u b s t a n t i a l  d i f f e rences  between Groups 
I and I1 i n  t h e  makeup of t h e i r  l i a b i l i t y  i tems r e l a t i v e  
t o  t o t a l  a s s e t s .  There may be r e l a t i o n s h i p s  between c e r t a i n  
a s s e t  i t e n s  and l i a b i l i t y  i tems,  but  it must be recognized 
t h a t  the t r a c i n g  of i nd iv idua l  d o l l a r s  i s  a hopeless  
s p e c u l a t i o n  even f o r  i n s i d e r s  with f u l l  i n f o m a t  ion. 
TABLE V 
COMPARISON OF LIABILITIES 
R E L A T m  TO TOTAL ASSETS 
AVERAGED FOR THE TEN YEARS 
1955 - 1964 
L i a b i l i t y  I tem Group I Group I1 Compar l s o n  
of Group I 
t o  Group I1 
C u r r e n t  L i a b i l i t i e s  
Long Term Debt 7.63 15.18 (7.55) 
P r e f e r r e d  S tock  
S t o c k h o l d e r s '  Equ i ty  67.32 60.24 7.08 
O t h e r  L i a b i l i t i e s  4.34 3.23 1.11 
Current a s s e t s  f o r  ~ r o u p  I a r e  52.6% of t o t a l  a s s e t s  
on a v e r a g e  as shown i n  Table I V  while  c u r r e n t  l i a b i l i t i e s  
as shown above a r e  15.4% of t o t a l  a s s e t s .  Current  a s s e t s  f o r  
Zroup I1 a r e  57.6% of t o t a l  a s s e t s  on average  as sho rn  i n  
'Table IV whi l e  c u r r e n t  l i a b i l i t i e s  a s  shown above a r e  18.8$ 
of t o t a l  a s s e t s .  
Long-term deb t  f o r  Group I is 7.63% of t o t a l  a s s e t s  
w h i l e  f i x e d  a s s e t s  a r e  41.77%. Group 11's long-term d e b t  
i s  15,18$ and i t s  f i x e d  a s s e t s  37.35% of  t o t a l  a s s e t s .  
Group I t h e n  has l e s s  t han  one f i f t h  of i t s  f i x e d  a s s e t s  
i n  lonu- te rm deb t  whi le  Group I1 has n e a r l y  one h a l f  of i t s  
f i x e d  a s s e t s  i n  long-term deb t  r e l a t i v e  t o  t o t a l  a s s e t s  on 
an  a v e r a g e  basis f o r  t h e  t e n  yea r s  s t u d i e d .  
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The 7.08 d l f  f erence i n  stockholders ' equi ty ,  between 
Group I with 67.32% of t o t a l  a s s e t s  and Group I1 with 60.24% 
i n  t h i s  l i a b i l i t y  form, is i n t e res t ing .  This d i f f e rence  
between Groups I and I1 i n  stockholders '  equi ty  nea r ly  
e q u a l s  t h e  d i f f e r e n c e  i n  long-term debt of t h e  groups. It 
might be assumed then t h a t  Group I is s u b s t i t u t i n g  equi ty  
c a p i t a l  f o r  long term borrowed funds as compared t o  Group 111 
a t  least  i n  part. 
As part of t h i s  study it i s  i n t e r e s t i n g  t o  compare t h e  
7.08% d i f f e r e n c e  in  s tockholdersf  equi ty  t o  the  11.05% 
d i f f e r e n c e  i n  marketable s e c u r i t i e s  between the  two groups. 
Even i nc lud ing  the  d i f f e rence  i n  prefer red  s tock  of 2.71% 
t h i s  is only 9.79% di f fe rence  i n  base c a p i t a l  between t h e  
groups compared t o  the  11.85% di f fe rence  I n  marketable 
s e c u r i t i e s .  
X V I  . INDUSTRY COMPARISONS 
A comparison of the  1 0 0  individual  companies included 
i n  t h i s  s tudy  o r  t he  22  companies in  Group I and the  78 i n  
Group I1 shows no tendency of companies t o  be heavi ly  
i n v e s t e d  i n  marketable s e c u r i t i e s  on the  b a s i s  of industry.  
The g r e a t  d i v e r s i t y  of type of business of the one hundred 
companies s t ud i ed  shows no apparent conmon c h a r a c t e r i s t i c .  
Twenty - f ive  companies n o t  included i n  t h e  one hundred s t u d i e d  
were compared t o  s i x  companies i n  Group I on the  basis of 
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b e i n g  in t h e  same business  and only one company had more 
t h a n  t e n  pe rcen t  of t o t a l  a s s e t s  i n  marketable s e c u r i t i e s .  1 
There is  no apparent  connection between type of business  
and a h igh  l e v e l  of investment of a s s e t s  i n  marketable 
s e c u r i t i e s .  
Group I includes  the Whirlpool Corporation which 
i s  c o n t r o l l e d  by Sears Roebuck. G. D. Roper Inc. and De Soto 
Chemical Coatings COrp. a r e  a l s o  con t ro l l ed  by Sears. 
N e i t h e r  Roper n o r  De Soto had 10% o r  more of i ts  t o t a l  
assets i n  marketable s e c u r i t i e s  a t  year  end 1964. No 
evidence  of heavy inves t ing  by companies with common 
ownership o r  a f f i l i a t i o n  is revealed.  
XVII. TYPES OF INVESTIvENTS 
The 22 companies included i n  Group I were surveyed 
as t o  what types  of marketable s e c u r i t i e s  they owned at  
year end 1964. Twenty-one companies responded but  two d i d  
not f u r n i s h  t h e  information requested. The responses 
which were r ece ived  accowlted f o r  99.3% of the  t o t a l  d o l l a r  
amount i n v e s t e d  i n  marketable s e c u r i t i e s  by Group I i n  
1964. 
TABLE VI 
TYPES OF INVESTMENTS 
FOR GROUP I 
YEAA END 1964 
Pe rcen t  of T o t a l  
Amount I nves t ed  
Government Bonds 45.9% 
T r e a s u r y  B i l l s  6.9 
Municipal Bonds 6.5 
O t h e r  Bonds 
C e r t i f i c a t e s  of Deposi t  
Banke r s  Acceptances  0.0 
Commercial p a p e r  6.4 
Mor tgages  1 . 6  
P r e f e r r e d  S tock  . 2  
Common S t o c k  .8 
O t h e r  S e c u r i t i e s  2.7 
Government s e c u r i t i e s ,  c e r t i f i c a t e s  of d e p o s i t  and 
commercia l  pape r  r e p r e s e n t  86.5;$ o f  t h e  t o t a l  amount 
inves t e d .  Treasury  b i l l s  and c e r t i f i c a t e s  o f  d e p o s i t  a r e  
i s s u e d  w i t h  m a t u r i t i e s  of  normally no more t h a n  one yea r .  
Commercial pape r  i s  usually i s sued  wi th  m a t u r i t i e s  of no 
more t h a n  n i n e  months. Government bonds may have m a t u r i t i e s  
o f  l e s s  o r  more than one y e a r  but  they a r e  h i g h l y  marke tab le  
and a r e ,  t h e r e f o r e ,  l i q u i d  r ega rd l e s s  of matur i ty .  The 
i n d u s t r i a l  c o r p o r a t i o n  as an inves to r  i n  marketable 
s e c u r i t i e s  appears  t o  show a preference f o r  q u a l i t y  and 
l i q u i d i t y  r a t h e r  than  y ie ld .  
Three  companies, General Motors, U. S. S t e e l  and E. I. 
du  Pont  de Nemours make up approximately 78.4% of t h e  t o t a l  
amount of Group 1's marketable s e c u r i t i e s  a t  yea r  end 1964. 
These  companies had nea r ly  a l l  of t h e i r  marketable s e c u r i t i e s  
i n  t h e  h i g h l y  l i q u i d  types. Approximately 56.5% of t h e s e  
t h r e e  companies'  marketable s e c u r i t i e s  were i n  government 
bonds ,  5.8% i n  t r e a s u r y  b i l l s ,  2.15 i n  municipal  bonds, 
3.7% i n  commercial paper and 6.2% i n  o t h e r  s e c u r i t i e s .  1 
Without t h e  t h r e e  m u l t i - b i l l i o n  d o l l a r  companies, 
t h e  i nves tmen t s  of Group I a t  year end 1964 change markedly. 
O f  t h e  remainder ,  8.40% is i n  government bonds, 10.9% i n  
t r e a s u r y  b i l l s ,  22.1% i n  municipal bonds, 4.4% i n  o t h e r  
bonds ,  19.0% i n  c e r t i f i c a t e s  of d e p o s i t ,  15.7% i n  conmercial  
paper ,  7 .55  i n  mortgages, .l% i n  p re fe r r ed  s t o c k ,  3.7% i n  
common s t o c k  and 8.2% i n  o the r  s e c u r i t i e s .  
XVIII. TRENDS 
The growth i n  t o t a l  a s s e t s  of b o t h  groups i s  r e a d i l y  
d i s c e r n a b l e .  Ind iv idua l  i tems of a s s e t s  and l i a b i l i t i e s  i n  
'see Appendix, p .  46-47. 
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r e l a t i o n  to t o t a l  a s s e t s  show considerable f l u c t u a t i o n  
d u r i n g  t h e  p e r i o d -  These f l u c t u a t i o n s  and the  r e l a t i v e l y  
s h o r t  p e r i o d  of t e n  years  s tud ied  leave doubt a s  t o  a t r e n d  
i n  i n d i v i d u a l  ba lance  shee t  Items. 
Group I c u r r e n t  l i a b i l i t i e s  appear to have dec l ined  
w h i l e  long-term debt  has remained r e l a t i v e l y  cons tan t .  
Group 11 c u r r e n t  l i a b i l i t i e s  show upward movement but  long- 
t e rm d e b t  seems t o  be dec l in ing .  P re fe r r ed  s tock  seems t o  
be  d e c l i n i n g  f o r  both groups. Stockholders1 equ i ty  f o r  
Group I appears  t o  be increas ing  while Group 11's is 
r e l a t i v e l y  l e v e l  i n  r e l a t i o n  t o  t o t a l  a s s e t s .  Although 
t h e s e  appear  from t h e  d a t a  here  t o  be t r e n d s ,  more 
i n f o r m a t i o n  i s  necessary before  they could be documented. 
CHAPTER I11 
SmMARY AND CONCLUSIONS 
I. RESTATEMENT OF THE PROBUM 
The tendency of i n d u s t r i a l  corpora t ions  t o  
u t i l i z e  t h e i r  a s s e t s  f o r  investments no t  concerned with 
p r o d u c t i o n  of goods with t h e i r  own f a c I 1 i t j . e ~  has been 
examined h e r e  t o  determine i ts  exis tence.   his tendency, 
once e s t a b l i s h e d ,  has been examined t o  determine e x t e n t  
and a p p a r e n t  t r ends .  
The d a t a  were developed f o r  t h i s  s tudy by e x t r a c t i n g  
t h e  major  i t ems  contained i n  1000 balance shee t s  as 
reported t o  t h e  S e c u r i t i e s  and Exchange Commission. The 
ba l ance  s h e e t s  included represen t  100 i n d u s t r i a l  co rpora t ions ,  
s e l e c t e d  from t h e  Fortune 500, f i n a n c i a l  p o s i t i o n  as r epor t ed  
f o r  t h e  t e n  y e a r s  from 1955 through 1964. A d i v i s i o n  of 
t h e  one hundred companies was made i n t o  two groups with one 
g roup  having  10% o r  more of t o t a l  a s s e t s  included i n  
marke tab le  s e c u r i t i e s .  A l l  companies no t  meeting t h i s  
c r i t e r i a  were included i n  t h e  other  group. Comparisons and 
a n a l y s i s  of t h e  composite d a t a  were then made. 13xaninati0n 
of  t h e  marketable  s e c u r i t y  investments f o r  t h e  group using 
more t h a n  10% of t o t a l  a s s e t s  i n  t h i s  way was made by 
q u e s t i o n n a i r e .  
11. CONCLUSIONS 
The inves tment  of 10% o r  more of t o t a l  a s s e t s  in  
m a r k e t a b l e  s e c u r i t i e s  by 22% of t h e  one hundred companies 
s t u d i e d  i n d i c a t e s  a tendency f o r  product ion co rpo ra t i ons  
t o  f u n c t i o n  as f i n a n c i a l  in te rmedia r ies .  Ten pe rcen t  is 
a s u b s t a n t i a l  amount of t o t a l  a s s e t s ,  and cons iderab ly  more 
t h a n  t h e  amount of a s s e t s  a l l o c a t e d  by 78% of t h e  companies 
s t u d i e d  which d i d  n o t  have 10% of t h e i r  a s s e t s  i n  marke tab le  
s e c u r i t i e s .  The f a c t  t h a t  t h i s  l e v e l  of investment con t inued  
o v e r  a t e n  y e a r  p e r i o d  seems t o  i n d i c a t e  t h a t  t h e s e  i nves t -  
ments  o u t s i d e  t h e  o p e r a t i n g  a r e a  of t h e  companies s t u d i e d  
were  more t h a n  temporary. This l e a d s  then  t o  t h e  conc lus ion  
that t h e  22% of t h e  companies i n  t h i s  s tudy  which exhibited 
r e l a t i v e l y  heavy investment p r a c t i c e s  have changed t h e i r  
f u n c t i o n  as producing o rgan i za t i ons  on ly ,  and a l s o  f u n c t i o n  
as f i n a n c i a l  i n t e r m e d i a r i e s .  These companies u t i l i z e  
s a v i n g s  rchich have been inves ted  d i r e c t l y  o r  i n d i r e c t l y  
i n  them t o  I n v e s t  i n  marketable s e c u r i t i e s .  
The 22% of t h e  companies s t u d i e d  he re  which e x h i b i t e d  
h i g h  l e v e l s  of  inves tment  i n  marketable s e c u r i t i e s  as 
compared t o  t h e  78% which d i d  no t  e x h i b i t  such tendency 
i n d i c a t e s  t h a t  t h e  m a j o r i t y  of i n d u s t r i a l  c o r p o r z t i o n s  
are a p p a r e n t l y  s t a y i n g  p r imar i l y  wi th  t h e i r  p roduc t ion  
f u n c t i o n .  The 2 2 $  of t h e  s tudy whlch are s u b s t a n t i a l  
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i n v e s t o r s ,  however, i s  s u f f i c i e n t  t o  be worth considerat ion.  
The l e v e l s  of investment i n  marketable s e c u r i t i e s  
r e l a t i v e  t o  t o t a l  a s s e t s  of Group I seem t o  have been 
accomplished by reduct ion  of o ther  a s se t s  r e l a t i v e  t o  t o t a l  
a s s e t s .  The reduct ion  of a s s e t  items o ther  than marketable 
s e c u r i t i e s  r e l a t i v e  t o  t o t a l  a s s e t s  implies the re  may be 
more e f f i c i e n t  use  of the  a s s e t s  involved in  production by 
Group I than by Group 11. 
The f a c t  t h a t  Group I of t h i s  s tudy has been ab le  
t o  reduce  t h e  proport ion of a s s e t s  i n  the  operat ion of the  
b u s i n e s s e s  r e l a t i v e  t o  t o t a l  a s s e t s  could l ead  t o  ques t ions  
of t h e  r a t e  of  r e t a i n i n g  earnings. Retaining earnings i n  
a company t h a t  i s  employing l e s s  of i t s  a s s e t s  i n  i t s  
p u r p o r t e d  product ion funct ion c e r t a i n l y  could be questioned 
by owners of s h a r e s  i n  t h a t  company. One d i r e c t i o n  of 
q u e s t i o n  might be why the  a s s e t s  f r eed  a r e  not  used t o  f u r t h e r  
expand t h e  company i n  i t s  own business. Another d i r e c t i o n  
of q u e s t i o n  might be of the  management's r i g h t  t o  usurp 
t h e  s h a r e h o l d e r s '  r i g h t  of choice of investment by r e t a i n i n g  
and i n v e s t i n g  earn ings  not  necessary f o r  the  continued 
b a s i c  f u n c t i o n  of t h e  company. 
If t h e  i n d u s t r i a l  corporat ion i s  not  t o  s t a y  s t r i c t l y  
t o  i t s  product ion  func t ion  but i s  t o  become an i n v e s t i n g  
e n t l t y  then  it i s  s t r ange  t h a t  the  management is n o t  he ld  
r e s p o n s i b l e  f o r  a maximum r e t u r n  on a s s e t s  u t i l i z e d  i n  t h i s  
way as well as in the production area. protection a d  
maintenance of principal is certainly the charge of any 
institution investing the funds of its owners or others; 
however, most investing institutions also consider maximum 
yields with reasonable safety of principal to be their goal. 
Since yields do change, investment in short- term securities 
may expose the investor to reinvestment at lower yields than 
were available at the time of the original investment. It 
appears, then, that the industrial corporation has in some 
cases taken on the investor function but has not fully 
accepted the responsibilities which go with it. 
The industrial corporation, as seen in this study, 
is an important source of investment funds for security 
Investments. The withdrawal of the industrial corporation's 
funds frorr demand deposit accounts in commercial banks and 
the employment of these funds in marketable securities removes 
these funds from the direct control of monetary control 
policies implemented by central banking authorities. 
Although the extensive use of ~arketable securities for 
employnent of industrial corporation's funds appears limited 
to some large corporations at this time, it seems logical 
that it may spread. potentially very large amounts of 
funds could be channeled into the securities invest~ent 
area without the opportunity of monetary authority to exert 
control under existing regulatory methods. 
It appears  t h a t  t e n  Years is  too s h o r t  a  per iod  t o  
c l e a r l y  i d e n t i f y  t r e n d s  and document them f o r  i n d u s t r i a l  
c o r p o r a t i o n  ba l ance  s h e e t  items. Perhaps more important 
t o  t h l s  s tudy  1s t h e  high l e v e l  of marketable s e c u r i t y  
i n v e s t m e n t  f o r  22% o f  t h e  companies s tud ied  over t h e  t e n  
y e a r s  cons idered .  
I 11. RECOMMENDATIONS FOR FLPTHER STUDY 
Analys i s  of a d d i t i o n a l  years  t o  t h e  t e n  s t u d i e d  he re  
s h o u l d  r e v e a l  long- term t rends .  Inclusion of years p r i o r  
t o  1955 should  be a b l e  t o  pinpoint  the beginning of this 
t endency  and,  t oge the r  with the  d a t a  here ,  c l e a r l y  show t h e  
d i r e c t i o n .  
Analys i s  i n  g r e a t e r  d e p t h  of investment p r a c t i c e s  
would be worthwhile. Maturi ty da t e s  of investments might 
p r o v i d e  i n s i g h t  i n t o  investment ob jec t ives  s i n c e  it could 
i n d i c a t e  needs f o r  spec i f  l c  ma tu r i t i e s .  The a n a l y s i s  of 
p u r c h a s e s  and s a l e s  f o r  pa t t e rns  of t r ad ing  and p o r t f o l i o  
management p r a c t i c e s  would f u r t h e r  develop knowledge i n  
thls a r e a .  
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December 31, 1964 (Name of Corporation) 
Government Bonds 
Treasury  Bills 
Municipal  Bonds 
Other  Bonds 




P r e f e r r e d  Stock 
Common Stock  
Other S e c u r i t i e s  
L i s t  of Companies Studied 
Group I 
Aluminum Company of America 
American Cyanamid Company 
Brown Shoe Company 
Bucyrus  - E r i e  Company 
Carnation Company 
C a r r i e r  Corpora t ion  
C e r t a i n  - Teed Products  Corporation 
Curt iss  - Wright Corporat ion 
E. I. Du Pont  De Nemous & Company 
General Motors Corporat ion 
Glen  Alden Corpora t ion  
I s l a n d  Creek Coal Company 
Johnson  & Johnson 
O t i s  E l e v a t o r  Company 
P a r k e ,  Davis & Company 
P o l a r o i d  Corpora t ion  
S c h e r i n g  Corpora t ion  
Smith K l i n e  & French Laborator ies  
S t e w a r t  - Warner Corporation 
Un l t ed  S t a t e s  s t e e l  Corporation 
Whi r lpoo l  co rpo ra t i on  
'Am. !drigley Jr. Company 
Addressograph - Multigraph Corporation 
Al legheny  L~d1u.m S t e e l  Corporation 
American Brake Shoe Company 
American Can Company 
Amsted I n d u s t r i e s ,  Inc. 
A t l a s  Chemical I n d u s t r i e s ,  Bc. 
Avco Corpo ra t i on  
Baldwin - Lima - Hamilton Corporation 
Bigelow - Sanford ,  Inc. 
Borg Warner Corpora t ion  
C a l i f o r n i a  Packing Corporation 
Calument & Hecla ,  Inc. 
Canada Dry Corpora t ion  
The Carborundum Company 
J. I. Case Company 
Chicago Pneumatic Tool Company 
C l e v i  t e  Corpora t ion  
Colorado Fue l  & I r on  Company 
C o n t i n e n t a l  Baking Company 
Commercial So lven t s  Corporation 
C o n t a i n e r  Corpora t ion  of America 
The Cooper - Bessemer Corporation 
The C u d ~ h y  Packing Company 
C u t l e r  - Hammer, InC. 
Deere & Company 
The E a g l e  - P i c h e r  Company 
The E l e c t r i c  S to rage  Ba t te ry  compeny 
E n d i c o t t  Johnson Corporat ion 
EX- Ce l l -0  Corpora t ion  
The F l i n t k o t e  Company 
G e n e r a l  American Transpor ta t  ion  Corporation 
G e n e r a l  Foods Corporat Ion 
Genesco Inc .  
Goodyear Tire & Rubber Company 
The Great Western Sugar Company 
H. J. Heinz Company 
Howe Sound Company 
I n g e r s o l l  Rand Company 
I n t e r c h e m i c a l  Corporat ion 
I n t e r n a t i o n a l  Telephone & Telegraph Corporation 
J o n e s  L+ Laughl in  S t e e l  Corporation 
Joy  Manuf a c t u r l n g  Company 
Libbey - Owens - Ford Glass Company 
L l n k  - B e l t  Company 
Lone S t a r  Cement corpora t ion  
K. Lowensteln & Sons, Inc. 
Kack Trucks ,  Inc. 
KcDonnell A i r c r a f t  Corporation 
XcGraw - H i l l  Pub l i sh ing  C o * 9  In'* 
Mead Johnson & Company 
Nohasco I n d u s t r i e s ,  Inc. 
N a t i o n a l  Gypsum Company 
N a t i o n a l  Lead Company 
North  American Aviat ion lncD 
Outboard Marine Corporation 
Owens - Corning F iberg las  Corporation 
P e n n s a l t  Chemicals Corporation 
Peps1  Cola Company 
The P i l l s  bury Company 
The Pure  O i l  Company 
Rayonier  Incorpora ted  
Repub l i c  S t e e l  Corporation 
Rev e re  Copper & Brass, Incorporated 
R. J. Reynolds Tobacco Conpany 
S. C. M. Corporat ion 
S c o t t  Paper  Company 
The  Sherwin Williams Company 
Simmons Company 
The S i n g e r  Nanuf acturing Company 
S t a n l e y  Warner Corporation 
Sunbeam Corporation 
u n i t e d  Merchants & Manufacturers I*c* 
Uni ted  Shoe Machinery Corporation 
U. S. I n d u s t r i e s ,  InC. 
United States Plywood Corporation 
Westinghouse E l e c t r i c  Company 
Weyerhaeuser Company 
Worthington Corporation 
TABLE V I I  
MAJOR BALANCE SHEET ITEMS 
OF UNITED STATES INDUSTRIAL CORPOBATIONS 
1955 - 1964 
Group I 
- - - - - -  
~ a s h  $ l906499939708 $ 1,030,883,236 $ 1,060,330,675 $ 19085,638,814 $ 19084,5819595 
Karketable  S e c u r i t i e s  3,292,642,324 4,190,563,354 4,141,295,287 3,988,516,269 3,470,771,757 
Receivables  2,876,404,490 2,532,169,313 2,221,461,173 2,131,031,844 1,583,215,778 
S u b s i d i a r i e s  601,038,172 581,871,188 557,145,632 535,437,549 554,328,836 
Inventory 4,890,362,520 4,215,412,948 3,858,818,418 3,864,149,673 3,801,998,687 
N e t  P rope r ty  9,426,784,907 8,796,191,952 8,506,4309979 8,678,597,499 8,551,024,046 
T o t a l  Assets  $23,126,717,342 $22,295,442,045 $21,608,127,490 $20,936,740,582 $19,715,687,698 
Current  L i a b i l i t i e s  $I 3,711,311,096 $ 3,368,219,120 $ 3,219,677,808 $ 3,009,150,480 # 2,825,675,066 
Long-term Debt 1,765,319,789 1,739,1859190 1,848,923,594 1,935,419,160 1,412,617,463 
p r e f e r r e d  Stock 983,0349850 992 , 151,409 993,406,809 996,655,409 998,771,759 
~ q u i t y  15,537,687 ,659 15,185,460,304 14,658 , 710,547 14,223,869,512 13,722,429,408 

TABLE VlII 
MAJOR BALLVCE SHEET ITEMS 
OF UNITED STATES INDUSTRIAL CORPORATIONS 
1955 - 1964 
GROUP 11 
- 
1964 1963 1962 1961 1960 
Cash 8 1,176,555,533 $ 1,160,631,146 $ 1,126,889,875 $ 1 , 0 9 0 , 1 6 8 , 0 ~ 2  $ 1,043,124,163 
Karketable  S e c u r i t i e s  1,071,969,597 1,044,129,222 993 408 , 247 969,923,400 1,228,400,474 
Receivables 4,828,121,868 4,530,912,401 4,221,470,337 3,893,143,974 3,481,974,249 
S u b s i d i a r i e s  542,456,559 594,587,024 596,694,624 569,234,108 533,173,721 
Inven to ry  7,227,822,470 6,888,677,364 6,786,601,791 6,109,024,251 5,818,9229029 
N e t  P r o p e r t y  99280,706,625 8,966,335,712 8,606,387,920 8,222,746,347 7,538,026,855 
i : 
. .  Total A s s e t s  $24,800,016,252 $23,844,531,355 $22,594,3689493 821,722,052,175 $20,3839627,438 
* - 
*.Current  L i a b i l i t i e s  $ 5,050,476,091 $ 4,745,113,095 $ 4,400,140,921 $ 4,041,206,333 $ 3,739,081,106 
Long-term D e b t  3,666,242,813 3,347,264,201 3,362,425,585 3,259,275,032 3,142,9629198 
Pre fe r red  Stock 513,568,478 508,609,175 457,444,342 463,191,669 452,717,759 
E q u i t y  15,025,771,825 14,331,737r985 13,607,518,752 13,053,552,429 12,514,447,191 
TASLE V I I I ( continued ) 
GROUP I1 
1959 1958 1957 1956 1955 
Casn $ 1,079,623,035 $ 1,073,226,858 $ 1,078,870,781 $ 1,116,920,381 $ 1,094,862,429 
Xarke tab le  S e c u r i t i e s  1 ,303,721,672 1,040,087,880 817,500,005 777,707,816 1,174,930,979 
Rece ivables  39532,080,371 3,183,403,074 2,937,884,867 29788,401,647 2,369,719,237 
Subs i d i a r l e s  459,707,909 518,122,327 383,546,362 316,904,167 269,679,241 
Inventory  5,449,000,186 5,050,419,604 5,357,469,346 4,973,757,439 4,362,586,837 
N e t  P rope r ty  7,323,733,371 7,026,910,926 6,850,622,293 5,842,336,888 5,194,966,235 
T o t a l  Assets $19,573,748,671 $18,249,323,362 $17,754,765,480 $16,278,340,781 $14,776,261,196 
Current  L i a b ~ . l i t i e s  $ 3,612,379,929 $ 3,147,600,402 $ 3,293,174,063 $ 3,103,718,078 $ 2,638,256,175 
Long-term ikb t  2,996,863,959 2,958,700,990 2,774,223,930 2,505,7169373 2,240,538,148 
P r e f e r r e d  Stock 458,632,988 461,806,600 513,900,021 525,830,024 577,918,812 
~ q u i t y  11,905,696,126 11,068,766,497 10,585,996,658 9,558,868,938 8,889,619,842 
TABLE IX 
INFORMATION ON TYPES OF SECURITY INVESTPIENTS 
OBTAINED FROM QUESTIONNAIRE 
Government Treasury Municipal  Other Certificates Bankers 
Bonds B i l l s  Bonds Bonds of Deposit Acceptances 
Aluminum Company of A m e r i c a  a d v i s e s  n o t  exces s  funds  type  b u t  i nves tmen t s  in  u n c o n s o l i d a t e d  
s u b s i d i a r i e s  
American Cyanamid Company $ 16,582,000 $ 12,512,000 $ 70,600,000 $ 7,000,000 
3rown Shoe Company 4,598,250 2,005,625 6,039,079 
Bucyrus - E r i e  Company 1,000,000 7,015,000 
Carnat ion Company r e f u s e d  in fo rma t ion  as a matter of  p o l i c y  
C a r r i e r  Corporat ion 2,000,000 ~ , Z ~ O , O O O  j , o O O , O O O  
Cer ta in - teed  Products  
Corpora t ion  5,634,224. 
Curt iss Wright Corporat ion 2,606,424 69,201,439 16,615,955 
E. I. du Pont de Nemours 
& Co. 144,165,400 150,663,282 55,800,763 15,190,322 
General  Motors 845,774,331 249,998,616 
I s l a n d  Creek Coal Company 6,167,283 
Johnson & Johnson ~ , ~ O O , O O O  11,325,000 8,020,000 
O t  Is Eleva to r  Company 793,000 20,000,000 
Parke Davis & Company 9,176,138 1,180,092 $ 1 , 3 7 1 , 8 8 3  43,703,019 
Pola,roid Corporat lon 1,000,000 5,900,000 3 , 115 , 000 8,000,000 
Scher ing Corporation 890,000 3,000,000 1,010,000 
Smith, Kl lne  k French 
Labora to r i e s  12,445,000 20,786,344 27,082,562 
Stewart  - Warner Corporation 3,367,000 13,780,000 
United S t a t e s  S t e e l  
Corporation 470,659,903 499,047,659 
Whirlpool Corporation 
wm. Wrigley, Jr. Company 5,9569609 3,157,265 bl W 
Glen Alden COrp. no response  
$1,512,249,381 $228,352,807 $212,660,919 $31,611,710 $899,409,650 - 0 - 
45.9% 6.9% 6.5% 1.0% 27.3% 
Unaccounted f o r  .7$ 
0% 
TABLE I X  ( c o n t  inue d ) 
Commercial Preferred Common Other 
Paper  Wortgages S tock  S tock  S e c u r i t i e s  
Aluminum Company of  America 
American Cyanamid Company $ 1 ,950 ,000  
Erovm Shoe Company 59962,065 
Bucyrus - E r i e  Company 8,000,000 
Ca rna t i on  Company 
C a r r i e r  Corporation ~ ~ , ~ O O , O O O  
C e r t a i n  - t e e d  P roduc t s  
Corpora t  Ion  
C u r t i s s  Wright Corpora t ion  13,575,127 
E. I. du Pont  de Nemours 
& CO. 97,336,570 
Genera l  Tvlotors 
I s l a n d  Creek Coal Company 
Johnson & Johnson ~ , O O O , O O O  
O t i s  E l e v a t o r  Company 10,904,669 
Parke Davis & Company 
P o l a r o i d  Corpora t ion  18,200,000 
Scher ing  Corpora t  Ion  7,880,000 
Smith, Kl ine  h French 
Labo ra to r i e s  3,192,414 
S tewar t  - Warner 
Corpora t ion  5,024,000 
Unlted S t a t e s  S t e e l  
Corpora t ion  
b h i r l p o o l  Corpora t ion  17,000,000 
Wm. Wrigley , Jr. Company 





(affiliates) 4,612,500 754,902 
4 ,300,000 
350,467 
